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1. Since the peak the Euro has lost about 25 % of its value against the US dollar. How can this be
explained using economic arguments?

2. Explain why F, # E.(S.1), where on the left-hand side we have the forward price of a
currency and on the right-hand side we have the expected price of the currency.

3. In the following equation s is log of spot exchange rate and fis log of 1-period forward rate.
Interpret the equation. What does the theory say? What does b = 1imply and what is the
empirical evidence? What does a # 0 imply?

Ses1— 5S¢ = a+ b(fy— sp) + €pyq.



4. Explain the international Fisher relation.

5. Neste Oil imports crude oil that is priced in USD. What are the (price) risks the company
faces? How can the risks be hedged?






